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1. INTRODUCTION 




To be a developmental municipality in the 
creation and maintenance of sustainable human 
settlement that results in social and economic 
development for all our citizens. 


o u r Ml!H9§i % 

To strive within given resources towards efficient, 
effective and sustainable measures to reduce poverty 
and stimulate local economic growth. 
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1.2. MUNICIPAL BUDGET 


DEFINITION OF A MUNICIPAL BUDGET 

A municipal budget is generally a projection of future 
revenues and expenditure. A budget is used to control 
financial transactions and should also be used as a 
management and planning tool. 

It is also a tool for implementing the service delivery objectives of the Municipality as set out in 
their Integrated Development Plan. 

A Municipal budget also provides for greater transparency, accountability, flexibility and 
predictability within the municipality. 

A Municipal budget is divided into a Capital and an Operating Budget: 

a) A capital budget is an estimate of the expenses that will be incurred during that 
financial year to create future benefits, and the sources of finance from which these 
expenses will be funded. The municipality spends money either to buy fixed assets or 
to add to the value of an existing fixed asset with a useful life that extends beyond 

furniture, 

computers, office equipment and machinery. 

b) An operating budget is an estimate of the operating revenues which will accrue to 
the municipality through its normal service delivery and the expenditure that will be 
incurred through the day to day operations of the municipality over the financial year. 

Example: The purchase of a photocopier is a capital expenditure and is budgeted for 
under the capital budget, but the maintenance and other expenses such as the paper 
and toner for the photocopier is budgeted for under the operating budget. 

OBJECTIVE OF A MUNICIPAL BUDGET 

The main objective of a municipal budget is to sensibly allocate realistically expected resources 
to the municipality’s service delivery goals or performance objectives identified as priorities in tl 
approved IDP. 

The municipal budget is a tool through which the total level of revenue and expenditure are 
adequately controlled, public resources are appropriately allocated among sectors and programs, 
and ensure that departments operate as efficiently as possible within the municipality. 
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Budget Speech of the Mayor : Vyuisile Khen 
29 May 2009 Phokwane Municipal Chamber 10:00am 


Speaker 
Chief Whip 

Honourable Councillors 
Municipal Manager 
Officials Present 

It is indeed a great honour for me to be presenting this budget for the 2009/2010 financial year to you this 
morning. The tabling of this budget is in line with the directives of Chapter seven, section fifty-three of 
Municipal Finance Management Act, Act 56 of 2003. 

Honourable councillors, as I mentioned during the tabling of the draft budget that the draft budget was 
merely a working or a discussion document that seek to solicit inputs from all relevant stakeholders in the 
jurisdiction of our municipality. The process of consultation with communities was undertaken as from 
beginning of this month until the 18th. 

Madam Speaker, it is also important to mention that the consultation process this year was different from 
the one last year. The difference is that this year, councillors were the ones who tabled and presented the 
draft budget to their constituencies as opposed to previous years where officials were presenting and 
leading the budget. 

Through this process we managed to comply with the M.F.M.A with regard to public participation in the 
budget process. I mentioned in the last budget speech that if councillors are given the opportunity to lead 
the process, they will have a better understanding and therefore improve with time. This has been proven 
to be correct this year. 

Having mentioned the above, madam Speaker, allow me to present the budget to council as follows: 

A: Operational Budget 

The operational budget for this financial year is R1 14,685,061. 

The main categories of expenditure are as follows; 

Expenditure type: 

Salary and Wages 
Bulk purchases 
General 
Maintenance 
Finance Cost 
Depreciation 
Capital Outlay 
Working Capital Reserve 
Less : Departmental Charges 


40 

959 

946 

24 

194 

293 

38 

373 

311 

2 

928 

043 


253 

813 

6 

738 

396 

10 

152 

830 

-8 

915 

571 

114 

685 

061 


Total 



B: Capital Budget 


The funding of the capital budget will be funded from the following resources : 


Source 

R 

MIG 

16 221 000 

District Municipality 

3 200 000 

Capital Replacement Reserve 

1 600 000 

Department of Minerals and Energy 

2 443 000 

TOTAL 

23 464 000 


In conclusion , Madam Speaker, I want to thank all the councillors and officials for committing themselve 
to make this budget process a success. 

I thank you all! ! ! 


Councillor: V Khen 
Mayor 


- 9 - 



PHOKWANE MUNICIPALITY 


COUNCIL RESOLUTION : ADOPTION FINAL THREE-YEAR BUDGET FOR 

2009/2010, 2010/2011 AND 2011/2012 


Minutes of a Special Council Meeting held in the Council Chambers, Civic Centre Hartswater 
on FRIDAY 29 MAY 2009 at 10:00 

Item 10 of 2009 

Final Annual Budget for 2009/2010 and Indicative for Two Projected Outer Years 2010/2011 
and 2011/2012 


Council resolves that : 

1. the annual budget of the municipality for the financial year 2009/10;and indicative for the two 
projected outer years 2010/11 and 2011/12 be approved as set-out in the following schedules : 

1.1 Total revenue by source reflected in schedule 1; 

1.2 Operating expenditure by GFS classification reflected in schedule 2(a); 

1.3 Capital expenditure by GFS classification reflected in schedule 3(a); and 

1.4 Capital funding by source reflected in schedule 4. 

2. Council resolves that the property rates reflected in (Supporting Table 13) and any other municipa 
tax reflected in (Supporting Table 13) are adopted for the budget year 2009/10. 

3. Council resolves that the tariffs and charges reflected in (Supporting Table 13(a)) are adopted 
for the budget year 2009/10. 

4 Council resolves to adopt the amended Integrated Development Plan for 2009/2010. See 
(Supporting Table 1-3) pages 40 - 42. 

5. Council resolves that the measurable performance objectives for revenue from each source 
reflected on (Supporting Table 10(a)) are adopted for the budget year 2009/2010. 

6. Council resolves that the measurable performance objectives for each vote reflected in 
(Supporting Table 10) are adopted for the budget year 2009/2010. 

7. Council resolves that the amended policies for credit control, debt collection, and indigents 
as reflected on (Page 43) are adopted for the budget year 2009/2010. 

8. Council resolves that the other amended budget related policies reflected on (Page 43) are 
adopted for the budget year 2009/2010. 


Mayor 
Mr. V Khen 


Municipal Manager 
Mr. MP Dichaba 






Provision is made in the 2009/2010 budget for the provision of free basic services to the value of R9, 074, 535 that 
consists of the following : 

> Water : 6 kilolitre per month for 4,540 indigent households - Rl, 505, 520 

> Sewerage : free basic sanitation for 4,540 indigent households per month - R3, 458, 521 

> Refuse Removal : free refuse removal for 4,540 indigent households per month - R2, 107,591 

> Electricity : 50 kWh per month for 4,540 indigent households - R2, 002, 903 
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PHOKWANE MUNICIPALITY 


|2009/2010 BUDGET PROCESS ~ 

1. Political Oversight of the budget process 

Section 53 (1) (a) of the MFMA (no 56 of 2003) stipulates that the Mayor of a municipality must provide general poli 
over the budget process and the priorities that must guide the preparation of a budget. Political oversight of the budg 
necessary to ensure that the needs and priorities of the community, as set out in the IDP, are properly linked to the 
spending plans. The following actions are required in terms of Section 53 (1) and (3) of the Act: 

The Mayor of the municipality must - 

l.(c) take all reasonable steps to ensure — 

(i) that the municipality approves its annual budget before the start of the budget year; 

(ii) that the municipality’s service delivery and budget implementation plan is approved by the mayor within 28 day 
after the approval of the budget; and 

(iii) that the annual performance agreements as required in terms of section 57(l)(b) of the Municipal Systems Act f 
the municipal manager and all senior managers — 

(aa) comply with this Act in order to promote sound financial management; 

(bb) are linked to the measurable performance objectives approved with the budget and to the servic 
delivery and budget implementation plan; and 
(cc) are concluded in accordance with section 57(2) of the Municipal Systems Act. 

(3) The mayor must ensure — 

(a) that the revenue and expenditure projections for each month and the service delivery targets and performance indicai 
for each quarter, as set out in the service delivery and budget implementation plan, are made public no later than 14 
after the approval of the service delivery and budget implementation plan; and 

(b) that the performance agreements of the municipal manager, senior managers and any other categories of officials as 
be prescribed, are made public no later than 14 days after the approval of the municipality’s service delivery and bui 
implementation plan. Copies of such performance agreements must be submitted to the council and the MEC for lot 
government in the province. 

2. Budget Process 

The IDP and Budget development process is integrated, consistent and undertaken as part of a continuous cycle 
implementation and monitoring. In August 2008, the Phokwane Municipal Council were required in terms of Section 21 
Municipal Finance Management Act. No 56 of 2003 to table a Schedule, detailing the process for the IDP review 
Budget development for the 2009/10 MTREF period. Unfortunately this was not adhered to, but the Municipal Council 
all processes as required and throughout the budget process, public participation was a common feature then 
communities, civil society, groups and business. 

3. Community and stakeholder consultation 

Consultative meetings were held in all communities where all members were given a platform to raise concerns, gh 
recommendations. These concerns and inputs were then, where viable and possible, incorporated into the final operatii 
capital budgets. Issues that could not be dealt with due to insufficient funds were noted and will be prioritized in the 2010 

The schedule of consultative meetings were advertised in the local media on 27 April 2009 (DFA), and notices with the c 
venue were placed on all Municipal notice boards and in all municipal libraries. On the day on consultation, th 
communities were reminded by way of public hailing of the impending meeting. Attendance registers were circulated ai 
and minutes were taken of all inputs, comments and recommendations. 

The schedule of the community meetings held are as follows: 


Date 

Ward 

Venue 

Attendance 

03-May-09 

9 

Tadcaster Primary School 

42 

04-May-09 

1 

Kgono Primary School 

74 

05-May-09 

2 

Pampierstad High School 

69 

06-May-09 

1 

Mountain View 

10 

07-May-09 

3 & 4 

Pampierstad Community Hall 

156 

08-May-09 

5 

Hartswater Primary School 

11 

10-May-09 

4 

Motswedithuto Primary School 

50 

ll-May-09 

5 

Bonita Park Community Hall 

121 

12-May-09 

6 

Ndwanya Primary School 

67 

13-May-09 

6 

Proef Plaas 

42 

14-May-09 

7 

Valspan Community Hall 

93 

15-May-09 

6 

JKD Andalusia Primary School 

4 

17-May-09 

8 

Ganspan Community Hall 

76 

18-May-09 

6 

Andalusia Haalharts Combined School 

40 


- 40 - 

































































A brief summary of issues raised are as follows : 

Issues raised and requests are: 

3A Ward 9 : 3 May 2009 

■ Community feels budget not relevant to them; 

■ Land needed for development; 

■ Fencing of school; 

■ Labour Problems; 

■ Eviction of farm workers; 

■ Role of CDW Mr Smith not clearly defined; and 

■ Government procurement of communal land. 

33 Ward 1 : 4 May 2009 

• High Mast Lights need maintenance; 

■ Problems with maintenance of water meters and standpipes; 

■ Availibility of Church sites; 

■ Roads - Potholes; 

■ Construction of 2nd Cline required; 

■ Incomplete houses of 250 in 2nd Phase; 

■ Increase of Mayoral fund; and 

■ Procurement problems with appointment of outside service providers. 

33 Ward 2 : 5 May 2009 

■ Movable dustbins for refuse and formal program for refuse removal; 

■ Fencing of graveyard; 

■ Closer monitoring of refuse truck and Grader; 

■ Indigent registration officer for Pampierstad; 

■ Proper maintenance of sewerage network; 

■ Youth - Learnership programme; and 

■ Upgrading of electrical network and substation. 

3.4 Ward 1 : 6 May 2009 

■ No access to water and electricity; 

■ Bad road maintenance; and 

■ Request for primary school. 

3.5 Ward 3 and 4 : 7 May 2009 

■ Fencing of cemetery; 

■ Unfinished community stadium; 

■ Incomplete road paving and housing projects; 

■ Installation of high mast lights at 900 Phatsima stands; 

■ Upgrading of recreational park; 

■ Bursary fund for matriculants; 

■ Provision of electricity for 900 Phatsima stands; and 

■ Bad road maintenance. 

345 Ward 5 : 8 May 2009 

■ Meeting could not proceed due to poor attendance, only 8 community members. Decision was taken that community sh 
present written represenations to Acting Chief Financial Officer. By the time of compiling budget nothing was received 

33 Ward 4 : 10 May 2009 

■ Creche needed at farms; 

■ Provision of housing; and 

■ Speedily development of land. 
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X8 Ward 5 : 11 May 2009 


■ Upgrading sanitation network at Thagadiepelajang; 

■ Indigent registration officer for Bonita Park; 

■ Improved road maintenance; 

■ Additional sport failities; 

■ Provision of water and electricity for informal settlements; 

■ Replacement of faulty electricity meters; and 

• Punishment for people who dumps refuse illegally. 

3d) Ward 6 : 12 May 2009 

• Community felt that not sufficient notice of meeting was given anf therefore refused to provide inputs. Agreed to conve 
ward meeting on 19 May 2009 and then provide inputs to Ward Councillor. No further inputs received from this ward. 

3.10 Ward 6 : 13 May 2009 

■ Land for human settlement; 

■ Mobile clinic to visit at least once per week and not once per month; 

■ Home affairs to visit at least once per month; 

■ Bursary fund for matriculants; 

■ Repair of sewerage leakage problems; and 

■ Registered Indigent households to be included on list of beneficiaries for food parcels. 

3.11 Ward 7 : 14 May 2009 

• Water supply at Masakeng needed; 

■ Land for human settlement; 

■ Youth desk at municipality to addrress issues of young people; 

■ Auction of old municipal vehicles; 

■ Cleaning of cemetery; and 

■ Upgrading and maintaining of roads. 

3.12 Ward 6 : 15 May 2009 

■ No meeting held due to poor attendance, only 4 people showed up. 

3.13 Ward 8 : 17 May 2009 

■ Upgrading and maintaining of roads; 

■ Speeding up of water and sanitation projects; 

■ Proper procedures for allocation of Church sites; 

■ Provision of water and electricity to all households; and 

■ Provision of sites needed for informal settlements. 

3.14 Ward 6 : 18 May 2009 

■ Replacement of faulty water meters; 

■ Incorrect electricity meter readings; 

■ Proper refuse collection; and 

■ Updating of indigent register. 

4. Municipal Staff 

Consultative meetings were held with members of staff where all staff members were given a platform to giv 
recommendations. These inputs and recommendations were , where possible, incorporated into the draft operating 
budgets. 

The schedule of the consultative meetings are as follows: 


Date 

Time 

Venue 

Present 

17 March 2009 

09:00 am 

Jan Kempdorp 

2 

20 March 2009 

10:00 am 

Hartswater 

3 

14 April 2009 

10:00 am 

Hartswater 

10 

20 May 2009 

10:00 am 

Hartswater 

24 

21 May 2009 

10:00 am 

Hartswater 

9 
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A brief summary of issues raised are as follows : 

Issues raised and requests are: 

4.1 Staff Compliment 

A number of additional posts to be budgeted for in budget as per executive summary. 

4.2 Motor Vehicles 

Increased vehicle maintenane budget to ensure all vehicles are performing effectively to improve service delivery. 

4.3 Bursaries for Staff dependants 

Implementation of as bursary fund for the children of the Municipal staff. 

4.4 Street Lighting 

Imcreased budget for the maintenance of street lights. 

4.5 Water and Electricity meters 

Provision made in budget for the purchase of water and electricity meters to start replacing broken meters. 

5. Tabling of budget 

The draft budget was tabled before Council during a Special Council meeting held on 1 April 2009. 

6. Approval of Budget 

The final three-year budget for the 2009/2010, 2010/2011 and 2011/2012 financials years was approved during a Sp 
meeting held on 29 May 2009. 

7. Flowchart on the budget process 

There are basically three different processes in the budgeting cycle running at the same time: 

► Reporting on Previous year budget, 

► Current year budget implementation, and 

► Preparation of the new financial year’s budget (including the two following financial year estimates). 

Reporting on Previous year budget: 

This is mainly done through the compilation of the Annual Financial Statements of the previous fi 
including the Auditor-General’s Audit Report. Another example is the different reporting formats to 
Provincial government on the previous year’s budget and financial performance. 

Current year budget implementation: 

Implementation of the budget starts once the budget has been approved. An important document in the ii 
of the budget is the Service Delivery and Budget Implementation Plan (SDBIP), which sets out the sei 
targets and performance indicators for the financial year. The SDBIP must be approved within 28 d; 
approval of the budget. 

Another important aspect is the monitoring and reporting on the current year budget. According to Sectic 
MFMA, the accounting officer must by no later than 10 working days after the end of each month submit 
of the municipality and the relevant provincial treasury a statement on the state of the municipality’s budj 
enable the mayor to check if the approved budget is implemented in accordance with the SDBIP, cons 
to the approved budget and identify any financial problems facing the municipality. 

Preparation of the new financial year’s budget: 

There are six distinct steps to the preparation of the new financial year’s budget: 

* Planning 

Schedule key dates; establish consultation forums; review previous processes. 

* Strategic 

Review IDP; internal and external consultations; set service delivery objectives for the next 3 years; const 
indigent, credit control, free basic services, etc.; consider local, provincial and national issues; consult pr 
performance and current economic and demographic trends. 

* Preparation 

Prepare revenue and expenditure projections; draft budget policies; consult and consider local, provincial 
priorities; measurement of past and current performance against the budget. 
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* Tabling 

Table complete proposed budget, IDP revisions and budget related policies no later than 31 March (90 da 
start of the new budget year) before council; make public the budget as soon as it has been tabled (via 
copies and electronic copies); consult with and consider formal local, provincial and national inputs or responses. 

* Approving 

After the Mayor has responded to recommendations and where necessary made revisions to the tabled 
council must meet no later than 31 May (30 days before the start of the new budget year) to consider tl 
approval. Council approves the budget and related policies before 1 July. Should the municipality fail i 
budget before the start of the budget year, the mayor must inform the MEC for Finance immediately. 

* Finalization 

Publish and approve SDBIP and annual performance agreements and indicators 28 days after the app 
budget. A delegations policy of spending authority on budget votes is also critical for successful 
monitoring and evaluation. 

8. Schedule of Key Budget Deadlines in terms of Section 21 (l)(b) of the MFMA (Municipal Finance Management Act) 

The mayor must, according to the MFMA, co-ordinate the processes for preparing the annual budget and for i 
municipality’s IDP and budget-related policies. The mayor therefore needs to table a schedule of key deadlines with i 
budgetary process and the review of the municipality’s IDP, in council by no later than 31 August 2008. Unfortunately 
done for the 2008/2009 financial year. Council however did adhere to to procedures to be followed and it is reported aci 
flow chart. 

The schedule with required target dates is set out below: Target dates in Bold are dates actually met. 



PERIOD 

ACTIVITY 

REF 

1 

RESPONSIBILITY 

1 

July 2008 

IMTREF AND EVALUATION CHECKLIST ! 



Planning for next three-year budget in 
accordance with co-ordinated role of budget 
budget process (included is 

previous year review of budget process 
and the completion of budget evaluation 
checklist) 

MFMA (S 53) 

MAYOR 

2 

PLANNING 

Planning for next three-year budget. 

MFMA (S 68) 
AND (S 77) 

MUNICIPAL MANAGER 

AND SENIOR OFFICIALS 

3 

SDBIPS & SECTION 57 CONTRACTS 

Review of options and contracts for 
service delivery. 

MFMA (S 77 - 81) 
MSA (S56 - 57) 

MUNICIPAL MANAGER 

AND SENIOR OFFICIALS 

4 

August 2008 

PREPARATION SCHEDULE OF KEY DEADLINES 1 



Preparation of time schedule outlining 
key deadlines for preparing, tabling and 
approval of the budget and the review of 
the IDP. 

MFMA (S 21) 
MSA (S 34) 

MUNICIPAL MANAGER 

5 

TABLING KEY DEADLINES 

Tabling of time schedule outlining key 
deadlines for preparing, tabling and 
approval of the budget and the review of 
the IDP. 

MFMA (S 21) 
MSA (S 34) 

MAYOR AND COUNCIL 

6 

AFS 

Submission of AFS to Auditor-General 
for the year ended 30 June 2008. 

MFMA (S 122 & 126) 

MUNICIPAL MANAGER 

7 

September 2008 

IDP REVIEW 

Processes are reviewed to determine 
strategic objectives for service delivery 
and development for next three year 
budgets, including review of Provincial 
and National government sector and 
sector strategic plans. 

MFMA (S 34) 
MSA (S 21) 

COUNCIL 
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PERIOD 

ACTIVITY 

REF 

1 

RESPONSIBILITY 

8 


DETERMINATION OF REVENUE PROJECTIONS ! 




Revenue projections of proposed rates, 
service charges and draft the initial 
allocations to functions and departments 
for the next financial year after taking into 
account strategic objectives. 


CFO 

9 


ENGAGEMENT OF NATIONAL AND PROVINCIAL TREASURIES 



Consultations with sector departments 
on sector specific programmes for 
alignment with municipalities plans (i.e. 
schools, libraries, clinics, water, 

electricity, roads etc) 


CFO 

10 


ENGAGEMENT OF MUNICIPAL DEPARTMENTS i 




Initial review of national policies and 
budget plans and potential increases of 
bulk resources with functional and 
departmental officials. 

MFMA (S 35,36 & 42) 

MUNICIPAL MANAGER 

11 


ADJUSTMENT BUDGET GUIDELINES 





Issue guidelines to various departments 
for the preparation of the 2008/2009 
adjusted budget. 

MFMA (S 28) 

CFO 

12 

October 2008 

BUDGET AND IDP STEERING COMMITTEE MEETING I 




Mayor establishes committees and 
consultation forums for the budget 
processes. 

GUIDE TO CLLRS 

PAGE 62 & 63 

MAYOR 

13 

IMBIZO MONTH 

Consultation meetings with communities 
and sector departments regarding the budget 
budget and IDP for the 2009/2010 
financial year. 

MFMA (S 23) 
MSA (CHAP 4) 

MAYOR 

14 

POLICIES AND CONSULTATIONS 

Review of budget related policies and 
consultation process. 

MFMA (S 21,22 & 23) 

MAYOR AND COUNCIL 

15 

PRIMARY BANK ACCOUNT 

Table before Council report of all 
withdrawals. 

MFMA (Sll 4(a)(b) ) 

MUNICIPAL MANAGER 

16 

MFMA PRIORITIES 

Quarterly completion and submission of 
MFMA implementation priorities. 

Circular 38 and 
MFMA (S 52(d) ) 

MUNICIPAL MANAGER 

17 


BUDGET IMPLEMENTATION REPORT 1 




Submission to council a report regarding 
budget implementation and Financial 
Affairs of the municipality. 

MFMA (S 52(d) ) 

MAYOR 

18 

ADJUSTMENT BUDGET INPUTS 

The budget office receive the inputs from 
various departments for the 2008/2009 
adjustment budget. 

MFMA (S 28) 

VARIOUS HEADS OF 

DEPARTMENTS 

19 

November 2008 

GUIDELINES FOR 2009/2010 BUDGET 

Budget guidelines are issued to various 
departments for the preparation of 
2009/2010 budget. 

MFMA (S 21) 

MUNICIPAL MANAGER 

20 

REVIEW DRAFT IDP 

Review and draft initial changes to the 
IDP 

MSA (S 34) 

MUNICIPAL MANAGER 
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PERIOD 

ACTIVITY 

REF 

RESPONSIBILITY 

21 


IDP ASSESSMENT (PHASE 1) 

Assess the extend of the previous year 
IDP implementation processes and 
implement corrective measures. 

MSA (CHAP 5) 

MUNICIPAL MANAGER 

22 

December 2008 

MTREF 2009/2010 INPUTS 

Budget office receive 2009/2010 budget 
inputs from various directorates. Inputs 
are considered and to seek clarities. 

MFMA (S 21) 

VARIOUS HEADS OF 

DEPARTMENTS 

23 

BUDGET PLANS 

Preparation of proposed budget and 
plans for 2009/2010 taking into 
consideration the previous 2008/2009 
performance as per Audited Financial 
Statements and comments from National 
and Provincial Treasuries. 

MFMA (S 21) 

MUNICIPAL MANAGER 

AND VARIOUS HEADS 

OF DEPARTMENTS 

24 

January 2009 

MTREF ALLOCATIONS 

Allocations from National and Provincial 
Governments and District Municipality 
are reviewed for incorporation into the 
2009/2010 draft budget for tabling. 

MFMA (S 36) 

MUNICIPAL MANAGER 

AND CFO 

25 


MID YEAR BUDGET ASSESSMENT 2008/2009 




Assessment is made for half year (the 
first six months regarding the performance 
of the municipality. 

MFMA (S 72(l)(b) ) 

MUNICIPAL MANAGER 

AND CFO 

26 

TABLING ANNUAL REPORT 

Tabling of 2007/2008 Annual Report 
before Council 

MFMA (S 127(2) ) 

MAYOR 

27 

OVERSIGHT COMMITTEE 

Establishment task team to handle annual 
report and compile oversight report. 

MFMA (S 129) 

MAYOR AND COUNCIL 

28 

ADJUSTMENT BUDGET 

Tabling of adjustment budget and 
considering half yearly actual and 
projections. 

MFMA (S 28) 

MAYOR 

29 

PERFORMANCE ASSESSMENT 

Tabling of mid-year performance 
assessment before Council for 

consideration. 

MFMA (S 72) 

MAYOR 

30 

TARIFFS 

Finalization of tariffs (rates and service 
charges) and policies for the 2009/2010 
financial year. 

MSA (S 74 & 75) 

COUNCIL 

31 


BUDGET IMPLEMENTATION REPORT 




Submission to council a report regarding 
budget implementation and Financial 
Affairs of the municipality. 

MFMA (S 52(d) ) 

MAYOR 

32 

MFMA PRIORITIES 

Quarterly completion and submission of 
MFMA implementation priorities. 

Circular 38 and 
MFMA (S 52(d) ) 

MUNICIPAL MANAGER 

33 

February 2009 

SUBMISSION OF ANNUAL REPORT 

Submission of Annual Report to Auditor- 
General (AG) Provincial and National 
National Treasuries (PT & NT) as well as 
the Department of Housing and Local 
Government (DHLG) 

MFMA (S 127(5) ) 

MUNICIPAL MANAGER 
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PERIOD 

ACTIVITY 

REF 

RESPONSIBILITY 

34 


PUBLICATION OF ANNUAL REPORT 

Annual Report is published for public 
comments and representations. 

MFMA (S 127(5) ) 

MUNICIPAL MANAGER 

35 


NATIONAL AND PROVINCIAL CONSULTATIONS 




Consult with National & Provincial 
Treasuries and District Council, DWAF 
and Eskom to finalize plans for water, 
sanitation and electricity etc. (Sector 
Plans). 

MFMA (S 21(2) ) 

MAYOR 

36 

March 2009 

OVERSIGHT REPORT 

Adoption of oversight report and 
comments on 2007/2008 Annual Report. 
Publication of oversight report. 

MFMA (129) AND 
MSA (21) 

MUNICIPAL MANAGER 

37 

MTREF TABLING 

The Draft Annual Budget for 2009/2010 
to 2011/2012 for revenue and expenditure, 
Appendix "A", Budget plans from 
directors, Annexure "3" and Annexure 
"4" are tabled to council for noting. This 
includes the budget resolution and the 
proposed revisions to the IDP. 

MFMA (S 16,22 & 23) 
MSA (CHAP 4) 

MAYOR 

38 

REVIEW OF PRICES 

Prices of bulk resources are reviewed and 
changes noted. 

MFMA (S 42) 

MUNICIPAL MANAGER 

39 

April 2009 

PUBLICATION AND SUBMISSIONS 

Publications of tabled Budgets, 

Resolutions and proposed revisions to 
IDP and invite local community to 
comment, and submission to National and 
and Provincial Treasuries and other 
forums to submit comments (21 days for 
inputs). 

MFMA (S 22 & 27) 
MSA (CHAP 4) 

MUNICIPAL MANAGER 

40 


BUDGET IMPLEMENTATION REPORT 




Submission to council a report regarding 
budget implementation and Financial 
Affairs of the municipality. 

MFMA (S 52(d) ) 

MAYOR 

41 

MFMA PRIORITIES 

Quarterly completion and submission of 
MFMA implementation priorities. 

Circular 38 and 
MFMA (S 52(d) ) 

MUNICIPAL MANAGER 

42 

REVISING BUDGET DOCUMENTS 

Revision of budget documents in 
accordance with consultative processes 
and taking into account the results from 
National and Provincial Treasuries, public 
comments as well as the third quarterly 
review of current year. 

MFMA (S 21) 

MUNICIPAL MANAGER 

43 

May 2009 

IMBIZO MONTH 

Series of consultations in various wards 
through IMBIZOS to inform constituents 
of the 2009/2010 Budget and IDP 

MFMA (S 23) 
MSA (CHAP 4) 

MAYOR 

44 


CONSOLIDATION OF INPUTS FROM STAKEHOLDERS 




The final views of public, National 
& Provincial Treasuries and other organs 
of state are consolidated. The Mayor is 
provided the opportunity to respond to 
submissions from consultations and to 

table amendments to council for 
consideration. 

MFMA (S 23 & 24) 
MSA (CHAP 4) 

MAYOR 
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PERIOD 

ACTIVITY 

REF 

RESPONSIBILITY 

45 


FINAL MTREF 

Preparation of the final budget 
documentation for consideration for 
approval at least 30 days before the start 
of the budget year (1 July 2009 - 30 June 
taking into account other new information 
of material nature. 

MFMA (S 23) 

MUNICIPAL MANAGER 

46 


APPROVAL OF THE BUDGET AND IDP 




Council approves annual budget, 

resolutions, setting of taxes and tariffs. 
Council approves changes to IDP and 
measurement of performance objectives 
for revenues by source and expenditure 
by vote. 

MFMA (S 16,24,26 
AND 53 ) 

COUNCIL 

47 

June 2009 

PUBLICATION OF BUDGET AND IDP 

The adopted budget, IDP and plans are 
published 

MFMA (S 75 & 87) 

MUNICIPAL MANAGER 

48 

SDBIP 

Submission to the mayor no later than 14 
days after the approval of the budget a 
draft of the SDBIP'S and annual 
performance agreements required by 
sections 57 (l)(b) of MSA. 

MFMA (S 69) 
MSA (S 57(1) ) 

MUNICIPAL MANAGER 

49 

APPROVAL OF THE SDBIP’S 

Approval of SDBIP's 28 days after final 
approval of the budget and to ascertain 
that annual performance contracts are 
concluded in accordance of section 57(2) 
of MSA. It must be ensured that annual 
performance agreements are linked to 
measurable performance objectives 

approved with the budget. 

MFMA (S 53) 
MSA (S 38 - 45 & 
57(2) ) 

MAYOR 

50 

DELEGATIONS 

System of delegation is reviewed and 
any changes are approved by council. 

MFMA (S 59,79 & 72) 
MSA (S 59 - 65) 

MAYOR 

51 

July 2009 

SUBMISSION OF SDBIP’S 

The approved SDBIP's and performance 
agreements are submitted to MEC for 
Local government and are published 
within 14 days after approval. 

MFMA (S 53) 
MSA (S 38 - 45 & 
57(2) ) 

MUNICIPAL MANAGER 


LEGEND : MFMA : Municipal Finance Management Act (56 of 2003) 
MSA : Municipal Systems Act (32 of 2000) 
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TARGET 

DATE 


22-May-09 


29-May-09 


19-Jun-09 


12-Jun-09 


26-Jun-09 


30-Jun-09 


10-Jul-09 
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PHOKWANE MUNICIPALITY 


12009/2010 BUDGET RELATED POLICIES 


The budget is prepared within the context of approved Council policies and the legislative framework as 
by the National Parliament. Council strives to amend and implement policies complying with all relevan 
Policies are reviewed on an annual basis, and where necessary, amendments are made 

Council have the following policies that govern the municipality's budget compilation and implementation there 

1. Revenue related policies 

1.1 Tariff Policy 

Council reviewed Tariff Policy in terms of Section 74(1) of the Municipal Systems Act (Act 32 c 
was approved by Council on 29 May 2009. 

1.2 Indigent Policy 

The purpose of this policy is to ensure that all households with little or no income have acc 
services by means of subsidizing. This policy was reviewed and the qualification criteria changed to : 

" the total gross monthly household income is less than or equal to two (2) times the prevailing 
social monthly pension payout, and where the household can no longer afford to pay for the 
services provided by the Council". 

Reviewed policy approved by Council on 29 May 2009. 

1.3 Rates Policy 

Council adopted a Rates policy as mandated by Section 3 of the Local Government: Municipal Pr 
Act, 2004 (No. 6 of 2004), which specifically provides that a municipality must adopt a Rates 
policy was adopted on 29 May 2009. 

1.4 Credit Control and Debt Collection Policy 

Section 96 of the Local Government : Municipal Systems Act, 32 of 2000, provides that a muni' 
collect all money that is due and payable to it, subject to provisions of the Act and other applicabl 
legislation. The objective of this policy is then to provide the Municipality with a framework with 
Municipal Council can exercise its executive and legislative authority with regard to credit cont 
collection. It further outlines credit control and debt collection procedures and mechanisms anc 
framework to link the municipal budget with the Indigent Support and Tariff Policies. Reviewed Policy 
by Council on 29 May 2009. 

2. Supply Chain Management 

2.1 Supply Chain Management Policy 

To provide a policy framework within which the municipal manager and chief financial officer 
and maintain a supply chain management system which is transparent, efficient, equitable, 
ensures best value for money for the municipality, applies the highest possible ethical stc 
promotes local economic development. Reviewed Policy adopted by Council on 29 May 2009. 
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PHOKWANE MUNICIPALITY 


|2009/2010 BUDGET RELATED POLICIES - continued 


3. Banking and Investments 

3.1 Investment and Cash Management Policy 

The municipality shall at all times manage its banking arrangements and investments and cone 
management policy in compliance with the provisions of and any further prescriptions made by 
of Finance in terms of the Municipal Finance Management Act No. 56 of 2003. The purpose of thi: 
provide the framework an procedures to be followed. Reviewed Policy adopted by Council on 29 May 

4. General 


4.1 Budget Process Policy 

Purpose of the policy is to set out the budgeting principles which the municipality will follow in prepar 
annual budget, as well as the responsibilities of the chief financial officer in compiling such budgi 
Policy was adopted by Council on 29 May 2009. 

4.2 Asset Management Policy 

The objective of this policy is to ensure the effective and efficient control, utilization, safeg 
management of the municipality's property plant and equipment. It enables asset managers to be a t 
responsibilities in regards with property plant and equipment. It sets out the standards 
management, recording and internal controls to ensure property plant and equipment are safegue 
inappropriate loss or utilization, and it finally specifies the processes required before expenditure 
plant and equipment can be incurred. Reviewed Policy adopted by Council on 29 May 2009. 

4.3 S & T Policy 

The objective of this policy is to set out the basis for the payment of a subsistence and travel a 
the purposes of official travelling by representatives of the municipality. It further sets out guide 
compilation of a database of all official travel, The reviewed Policy was adopted by Council on 2! 

5. Budget Policy Statement 

5.1 The budget should address priorities as identified in the Council’s IDP document and throi 
consultations with communities. 

5.2 Operating costs should be funded from ongoing revenues. Expenditure must be aligned with own 
the municipality can generate, on a level that can be reasonably sustained and reduce reliance on 
subsidies 

5.3 Revenue projections should be realistic and not be overly optimistic or too conservative. 

5.4 The municipality must produce a balanced budget. 

5.5 The municipality will maintain all of its assets at a level adequate to protect the capital inve 
minimize future maintenance and replacement costs. 

PHOKWANE MUNICIPALITY 


|2009/2010 BUDGET RELATED POLICIES - continued 
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6. Legislative Framework 

■ Municipal Finance Management Act, No 56 of 2003 

■ Local Government: - Municipal Investment Regulations: Gazette No 27431, 1 April 2005; 

■ Local Government: - Municipal Supply Chain Management regulations: Gazette No 27636, 30 May 20 

■ Municipal Property Rates Act, No 6 of 2004; 

■ Local Government: - Municipality Property Rates Act Regulations: Gazette No 32061, 27 March 2009; 

■ Local Government: - Rate Ratios Residential and Non Residential Property: Gazette No 32062, 27 Mar 

■ Local Government: Municipal Systems Act, No 32 of 2000; 

■ Local Government: Municipal Structures Act, No 117 of 1998; 

■ Local Government: Municipal Fiscal Powers and Functions Act, No 12 of 2007; and 

■ Local Government: - Municipal Budget and Reporting Regulations: Gazette 32141, 17 April 2009. 

7. Policy Availability 

All policies are available at the office of the Acting Chief Financial Officer for scmtiny. 

Acting Chief Financial Officer 
Mrs. H Basson 
Civic Centre 
23 Hertzog Street 
Hartswater 

Tel : 053 474 9700 
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PHOKWANE MUNICIPALITY 


|2009/2010 BUDGET ASSUMPTIONS 


Budget assumptions/parameters are determined in advance of the budget process to allow budgets to 
be constructed to support the achievement of the longer-term financial and strategic targets. 

The municipal fiscal environment is influenced by a variety of macro economic control measures. 
National Treasury provides guidelines on the ceiling of year-on-year increases in the total Operating 
Budget, whilst the National Electricity Regulator of South Africa (NERSA) regulates electricity tariff 
increases and DWAF regulates water tariff increases. Various government departments also affect 
municipal service delivery through the level of grants and subsidies. 

The following principles and guidelines directly informed the compilation of the Budget: 

■ The priorities and targets in relation to the key strategic focus areas as determined in the IDP; 

■ The level of property rates and tariff increases to take into account the need to address 
maintenance and infrastructural backlogs, including the expansion of services; 

■ An assessment of the relative capacity to implement the Budget; 

■ No budget allocation to be made to programmes and projects, unless the respective 
programme and project plans are submitted by the relevant HOD's; and 

■ The need to enhance the municipality’s revenue base. 

The multi-year budget is therefore underpinned by the following assumptions: 

2009/2010 OPERATING EXPENDITURE 

> 34.0% increase purchase of electricity - Eskom : As per supplementary Circular 48 from 
National Treasury, dated 27 March 2009. 

> 10.0% increase in salaries - PLUS new TASK salary scales according to SALGBC. 
Employee remuneration comprises of 35.72% of the total operating expenditure in the final 
2009/10 MTREF and therefore any increases above inflation places a disproportionate 
upward pressure on the expenditure budget. The long-term financial strategy assumes that 
employee costs will grow 1,5% greater than the CPIX. 

> 52% increase in Repairs and maintenance to avoid the danger of allowing the value of assets 
to deteriorate resulting in higher rehabilitation costs in future. 

> There are signs that the middle class, who is the driver of demand, is under financial strain 
due to the high interest rates (this group is more exposed to debt and therefore more affected 
by the high debt servicing costs). The high food prices hurt the poor the most as they spend 
a larger portion of their incomes on food. This situation could mean that most households 
within the Municipality have cash-flow problems and will thus struggle to pay for their rates 
and taxes and this this will affect the Municipality's cash flow. Due to this the provision for 
Bad Debt have been increased by 35% to R10.1 million for 2009/2010. 

> A lower inflation scenario is expected in South Africa over the medium term, due to lower 
food and oil prices, weak domestic demand and the change in the target measure for inflation. 

The anticipated inflation rate for the 2009/2010 financial year is then 8.5%. 

> The erosion of households’ incomes by the high inflation and interest rates could result in an 
increase in the number of households on the Municipality's indigent register, raising a concern 
of its sustainability as the costs thereof escalate, going forward. It is projected that the current 
macroeconomic effects will result in an increase of 15% in indigents to a total of 4,540. 
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Provision of free basic services to the value of R9, 074, 535 consisting of the following : 


♦ Water : 6 kilolitre per month for 4,540 indigent households - Rl, 505,520 

♦ Sewerage : free basic sanitation for 4,540 indigent households per month - R3, 458, 521 

♦ Refuse Removal : free refuse removal for 4,540 indigent households per month - R2, 107,591 

♦ Electricity : 50 kWh per month for 4,540 indigent households - R2, 002, 903 

2009/2010 CAPITAL EXPENDITURE 


With the assistance of the Siyenza Manje Technical Deployee, Capital project expenditure is 
assumed to increase to a rate of 100% of the capital budget. It is estimated that a spending rate 
of 95% is achievable for the 2008/2009 financial year which provides some confidence that this 
level of spending can actually be achieved. 

2009/2010 OPERATING INCOME 


Consumers are billed monthly in respect of services in the form of a consolidated bill. Majority 
of residential and commercial ratepayers are paying property rates on a monthly basis. The current 
economic conditions are hard for both businesses and households, such that it may be hard for 
them to pay for municipal services. Lower payment levels than what was anticipated during the 
previous budgeting process are therefore projected. 

2009/2010 Projected Payment levels per Service 


Service 

Collection 

Rate 

Electricity 

99.19% 



Water 

79.20% 



Sewerage 

36.84% 



Refuse 

42.03% 



Property Rates 

88.78% 




> All investments with the various financial institutions are strictly in compliance with the 
Municipal Finance Management Act and Investment regulations. The municipality by its 
prudent investment policies has been in a position to generate substantial interest returns 
on its investments, ensuring at all times the safety of capital with the lowest possible risk. 
Expected average return on investments for 2009/2010 is 8%. 

2009/2010 CAPITAL EXPENDITURE FUNDING 


The MFMA specifies that borrowing can only be used to fund capital or refinancing of borrowing 
certain conditions. Due to cashflow constraints Phokwane Municipality is not in a position to take 
up any additional borrowing and is therefore greatly dependent on Grant Funding for its Capital 
Projects. 97% of Projects for the 2009 - 2012 MTREF are therefore assumed to be funded by 
External Grant Funding, and 3% from the Asset Finance Fund. 
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MTREF Social, Economic and demographic statistics and assumptions: 


The following table represents the majority of social, economic and demographic assumptions used 
in the compilation of the 2009 - 2012 MTREF. 


(Description 

| 2009/2010 | 

2010/2011 | 

2011/2012 | 

1 1 

Demographic 




Population 

61 314 

64 993 

69 542 

Household Statistics 




Number of poor people in Municipal Area 

26 000 

27 820 

30 046 

Number of households in Municipal Area 

13 925 

14 621 

15 352 

Number of poor Households in Municipal Area 

5 200 

5 564 

6 009 

Definition poor household : Total household 




income less than two social pensions 




Economic 




Inflation Rate 

8.50% 

7.50% 

7.60% 

Interest Rate - Borrowing 

11.00% 

10.00% 

9.00% 

Interest Rate - Investment 

8.00% 

7.50% 

7.00% 

Remuneration Increases 

10.00% 

9.37% 

9.18% 

Bulk Purchases 

34.00% 

17.00% 

12.00% 

Tariff Increases 




Water Tariff Increase 

12.30% 

8.00% 

10.00% 

Electricity Tariff Increase 

40.00% 

8.00% 

10.00% 

Sanitation Tariff Increase 

8.00% 

6.00% 

8.00% 

Refuse Tariff Increase 

8.00% 

6.00% 

8.00% 

Property Rates Increase 

8.00% 

4.00% 

8.00% 

Grant Income Increase 

29.36% 

23.84% 

9.17% 

Growth in Revenue Base 

2.00% 

2.00% 

2.00% 

Collection Rate 

83.70% 

85.00% 

87.00% 
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PHOKWANE MUNICPALITY 


SUPPORTING TABLE 7 


BUDGET FUNDING RECONCILIATION 


| Part 1 - Budgeting for Financial Performance 



Description 

Ref 

Budget 

2009/2010 

Budget 

2010/2011 

Budget 

2011/2012 

OPERATING REVENUE 

Property rates 

A 

8 353 363 

8 687 497 

9 382 497 

Service charges 

A 

54 014 298 

58 126 009 

63 714 855 

Rental of facilities and equipment 

B 

90 000 

99 000 

106 920 

Interest earned - external investments 

C 

500 000 

537 500 

591 250 

Interest earned - outstanding debtors 

C 

1 800 000 

900 000 

675 000 

Fines 

B 

875 000 

910 100 

982 749 

Government Grants and subsidies- operating 

D 

44 869 000 

53 200 000 

58 173 000 

Government Grants and subsidies- capital 

E 

21 864 000 

26 187 000 

24 301 000 

Other revenue 

B 

5 783 400 

4 923 644 

4 762 143 

Gains on disposal of PPE 

F 

- 

- 

- 

Total Operating Revenue 


138 149 061 

153 570 750 

162 689 414 

OPERATING EXPENDITURE 





Employee : Remuneration 


36 193 442 

39 586 266 

43 218 771 

Councillor Remuneration 


4 766 505 

5 004 830 

5 230 047 

Working Capital Reserve 

G 

10 152 830 

11 168 113 

12 284 925 

Depreciation 


6 738 396 

9 003 056 

9 241 115 

Collection Charges 


500 000 

600 000 

700 000 

Repairs & Maintenance 

H 

2 928 043 

3 568 711 

3 859 507 

Finance Charges 


253 813 

96 584 

- 

Bulk Purchases 


24 194 293 

29 343 349 

33 123 868 

Provision Free Basic Services 

I 

11 842 535 

10 852 176 

11 703 308 

General Expenses Other 


17 115 204 

17 660 665 

19 026 873 

Capital Expenditure 

J 

23 464 000 

26 687 000 

24 301 000 

Total Operating Expenditure 


138 149 061 

153 570 750 

162 689 414 

Operating Surplus (Deficit) 


- 

- 

- 
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Description 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts 

Cash receipts from ratepayers and others 
Cash receipts from government - operating 
Cash receipts from government - capital 
Interest Received 

Payments 

Cash paid to suppliers and employees 
Finance charges paid 

NET CASH FROM/USED OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 

Proceeds on disposal of PPE 

Payments 

Purchase of property, plant and equipment 
Increase in Long-Term Investments 

NET CASH FROM/USED INVESTMENT ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 

Increase in consumer deposits 

Payments 

Repayment of borrowing 

NET CASH FROM/USED FINANCING ACTIVITIES 

NET INCREASE/ (DECREASE) IN CASH HELD 

Cash/Cash equivalents at the year begin: 

Cash/Cash equivalents at the year end: 


Part 2 - Budgeting for Cash Flow 


Budget Budget Budget 

2009/2010 2010/2011 2011/2012 


58 963 231 

44 869 000 

21 864 000 

2 300 000 

61 578 137 

53 200 000 

26 187 000 

1 437 500 

66 664 239 

58 173 000 

24 301 000 

1 266 250 

-97 540 022 

-253 813 

-106 615 997 

-96 584 

-116 862 374 

30 202 396 

35 690 056 

33 542 115 

-23 464 000 

-26 687 000 

-24 301 000 

-23 464 000 

-26 687 000 

-24 301 000 



6 738 396 
-1 750 000 
4 988 396 


9 003 056 
4 988 396 
13 991 452 


9 241 115 
13 991 452 
23 232 567 
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Part 3 - Reconciliation of reserves and commitments backed by cash/investments 


Description 

Ref 

Budget 

2009/2010 

Budget 

2010/2011 

Budget 

2011/2012 

Reserves to backed by cash 

K 

28 000 000 

30 000 000 

31 000 000 

Capital budget creditors unpaid at year end. 


- 

- 

- 

Total commitments 


28 000 000 

30 000 000 

31 000 000 

Total cash and investments 





Cash/cash equivalents at the year end 


4 988 396 

13 991 452 

23 232 567 

Fong-term investments held 


10 000 000 

11 000 000 

12 000 000 

Cash and Investments available 


14 988 396 

24 991 452 

35 232 567 


Explanation Notes / References 

(A) - It is assumed that 42.03% of refuse billed, 36.84% of sewerage billed, 79.20% of water billed, 99.19% of electricity 

billed and 88.78% of property rates billed will be collected/received in each year. 

(B) - 100% of other revenue items will be collected and received. 

(C) - Interest received comprises of 100% of investment interest and 100% interest on arrear debtors. 

(D) - All Operating Grants will be received and spent. 

(E) - All Capital Grants will be received and spent. 

(F) - 100% of Gains on disposal of PPE will be received. 

(G) - Bad/Doubtful debts have been provided at 57.97% for refuse, 63.16% for sewerage, 20.8% for water, 0.81% for 

electricity and 11.22% for property rates. 

(H) - Municipality have strategy of increasing repair and maintenance expenditure to address backlogs in repairs. 

(I) - Municipality provide free basic services consisting of 6kl water, 50 kWh electricity, basic refuse and basic sanitation 

to 4,540 indigent households on a monthly basis. 

(J) - Capital budgeted expenditure of R23,464million for 2009/2010 is funded R21,864million by grants and Rl,6 million, 

from Asset Finance Fund. Expenditure of R26,687million for 2010/2011 is funded R26,187 million by grants and 
R0.5million from Asset Finance Fund. Expenditure of R24,301 million for 2011/2012 is funded 100% by Grants. 

(K) - The municipality has reserves of R28m, R30m and R31m (in each of the three years) on the Financial Position 

budget that need to be cash-backed. 

Is the municipality's operating budget appropriately funded? - YES 

- Cash receipt projections are realistic as the Cash Budgets were reduced in line with expected collection levels. 

- Bad/Doubtful debts have been adequately provided for which is consistent with (A) that 42.03% of refuse, 36.84% of 
sewerage, 79.2% of water, 99.19% of electricity and 88.78% of property rates billed will be collected. 

Conclusion i the budget has been funded an complies with the MFMA because the forecast cash outflow obligations 
are supported by cash inflows, taking into consideration any commitments at year end that need to be cash backed. 
There are sufficient current and non-current investment funds and realistically anticipated revenue collections to meet 
expenditure budgets and ensure commitments are backed by cash. 
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PHOKWANE MUNICIPALITY 

SUPPORTING TABLE 10(a) 

MEASURABLE PERFORMANCE OBJECTIVES - REVENUE SOURCE 


Description 

Total Budgeted 
Income 

42.03% 

Payment 

Pecentage 

Provision 
Bad Debt 

Refuse 



Refuse Removal 

4 161 076 

1 748 945 

2412 131 

INCOME REFUSE REMOVAL 

4 161 076 1 748 945 2 412 131 


4 161 076 1 748 945 2 412 131 



Description 

Total Budgeted 
Income 

36.84% 

Payment 

Pecentage 

Provision 
Bad Debt 

Sewerage 



Sewerage - Water bourne and Septic Tanks 

6 385 549 

2 352 173 

4 033 376 

INCOME SEWERAGE 

6 385 549 2 352 173 4 033 376 


6 385 549 2 352 173 4 033 376 



Description 

Total Budgeted 
Income 

79.20% 

Payment 

Pecentage 

Provision 
Bad Debt 

Water 



Water : Basic Charges and Consumption 

12 101 930 

9 584 634 

2 517 296 


12 101 930 

9 584 634 

2 517 296 





INCOME WATER 

12 101 930 

9 584 634 

2 517 296 






Description 

Total Budgeted 
Income 

99.19% 

Payment 

Pecentage 

Provision 
Bad Debt 

Electricity 



Electricity : Basic Charges and Consumption 

31 365 743 

31 112 801 

252 942 


31 365 743 

31 112 801 

252 942 





INCOME ELECTRICITY 

31 365 743 

31 112 801 

252 942 






Description 

Total Budgeted 
Income 

88.78% 

Payment 

Pecentage 

Provision 
Bad Debt 

Property Rates 



Rates - Erven and Improvements 

8 353 363 

7 416 278 

937 085 


8 353 363 

7 416 278 

937 085 





INCOME PROPERTY RATES 

8 353 363 

7 416 278 

937 085 






TOTAL 


62 367 661 52 214 831 10 152 830 
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PHOKWANE MUNICIPALITY 

SUPPORTING TABLE 10 

ANNUAL MEASURABLE PEREORMANCE OBJECTIVES 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

2009/2010 

1. Department - Chief Finance Officer 

Vote: Finance & Administration 



l.EEnsure accurate and timeous Reporting and Planning. 

1. Monthly budget control, 
reconciliation of general ledger 
accounts with submission of sec 71 
Reports by 10th working day of 
following month 

12 


2. Submission of finance related 
annual report matters prescribed by the 
MFMA by 31 January 2010 

1 


3. MFMA quarterly reports to Council, 
National Treasury, Provincial Treasury 
within 10 Working days after the end 
of each quarter 

100% 


4. Submission of Mid-Year budget 
assessment report to Council. National 
& Provincial Treasury as per MFMA 
by 31 January 2010 

1 


5. Departmental SDBIP developed by 

31 May 2010 

1 

1.2 To Develop a compliant budget and Financial Statements 

1. Timeous preparation and submission 
of Annual Financial Statements to 
Auditor-General accepted GRAP 
format by 31 August 2009. 

100% 


2. Tabling of draft budget to council by 
31 March 2010 

100% 


3. Submission of draft budget to 
Provincial, National, AG & department 
of Housing by 5 April 2010 

100% 


4. Timeous approval of annual budget 
as per required timeframe of MFMA by 
31 May 2010 

100% 


5. Submission of the final budget to the 
Provincial & National Treasury by 5 
June 2010 

100% 

1.3 Establish and maintain financial services and policies 

1. Ensure 100% collection and receipt 
of grant funding as per DoRA 
allocations (Equitable share, FMG & 
MSIG). 

100% 


2. Annual review and implementation 
of approved credit control & debt 
collection policy by 31 March 2010. 

100% 


3. Preparation of interim valuation 
roll/register by 31 January 2010. 

100% 


4. Annual review and development of 
other applicable revenue & expenditure 
policies required per MFMA (e.g 
Banking & Investment , tariff policy, 
indigent policy, etc) by 31 March 2010. 

100% 


5. Ensure recovery of consumer and 

5% Increase in 


sundry debt exceeding 90 days. 

Collection Rates 


6. Ensure 100% maintenance and 
security in respect of general ledger 
accounting system. 

100% 


7. Implement an effective system of 
asset and risk management in 
compliance with MFMA by 31 October 
2009. 

100% 
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PHOKWANE MUNICIPALITY 

SUPPORTING TABLE 10 

ANNUAL MEASURABLE PERFORMANCE OBJECTIVES 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

2009/2010 

1.4. Placement of interns on learnership as per Treasury Regulations 

Put Internship Programme in place 

5 

1.5. Development of Anti-Fraud/Corruption Plan & proper system of internal 
control 

Develop policy on Fraud and 
implement Internal Controls 

100% 

1.6. Implementation of internal audit recommendations 

Actual internal audit recommendations 
must be implemented 

100% 

1.7. Meter audit & debtors purification for improved billing system 

Perform meter audit to ensure accurate 
billing system 

100% 

1.8. Training of meter readers & data capturers 

Properly trained meter readers to ensure 
accurate billing 

100% 

1.9. Negotiations with creditors on payment arrengements to avoid letigation 

Negotiate with creditors to avoid 
litigation against council 

100% 

1.10. Intensification of cost - cutting measures on overtime, telephone, 
cellphones & travelling 

Monitor Cost reduction on overtime, 
cellphones & traveling 

25% reduction in 
overtime, 10% 
reduction in 
telephone costs. 


Measurable Performance Objectives currently only available for Financial Manager. Objectives to be set for Municipal Manager and other 
Senior Managers in 2009/2010 SDBIP. 
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PHOKWANE MUNICIPALITY 

SUPPORTING TABLE 11 

SUMMARY OE DETAILED CAPITAL PLAN 







Description 

2009/2010 

2010/2011 

2011/2012 



Budget 

Budget 

Budget 

Proj.No 1 

Electricity Ganspan 

2 443 000 

4 000 000 

5 000 000 


TOTAL ELECTRIFICATION 

2 443 000 

4 000 000 

5 000 000 


MIG 




Proj.No 2 

Ganspan Sewerage 531 Sites 

1 000 000 

3 000 000 

1 000 000 

Proj.No 3 

Pampierstad1400 Water connections and sewerage pump 

5 000 000 

6 000 000 

5 000 000 

Proj.No 4 

Upgrading of Sewerage Plant: Jan Kempdorp 

5 000 000 

5 000 000 

5 000 000 

Proj.No 5 

Bonita Park - Sewage 

700 000 

- 

- 

Proj.No 6 

Street & Storm water : Pampierstad 

2 321 000 

1 987 000 

2 301 000 

Proj.No 7 

Ganspan 220 Water Provision 

2 200 000 



Proj.No 8 

Bonita Park - Streets 


3 000 000 

3 000 000 


TOTAL MIG BUDGET 

16 221 000 

18 987 000 

16 301 000 


DORA ALLOCATION 

18 664 000 

22 987 000 

21 301 000 


DIFFERENCE 

- 

- 

- 


FBDM 





Description 

2009/2010 

2010/2011 

2011/2012 



Budget 

Budget 

Budget 

Proj.No 9 

Valspan 840 site connections water & sanitation 

3 200 000 

3 200 000 

3 000 000 


TOTAL FBDM BUDGET 

R 3 200 000.00 

R 3 200 000.00 

R 3 000 000.00 


Allocation FBDM 

R 3 200 000.00 

R 3 200 000.00 

R 3 000 000.00 


DIFFERENCE 

R 0.00 

R 0.00 

R 0.00 


Phokwane - AFF 





Description 

2009/2010 

2010/2011 

2011/2012 



Budget 

Budget 

Budget 

Proj.No 10 

Roads repair Hartswater and Jan Kempdorp 

R 300 000.00 

R 0.00 

R 0.00 

Proj.No 11 

Town planning of various sites: Phokwane 

R 500 000.00 

R 500 000.00 

R 0.00 

Proj.No 12 

Vehicles 

R 250 000.00 

R 0.00 

R 0.00 

Proj.No 13 

Watermeters Bonita Park 

R 260 000.00 

R 0.00 

R 0.00 

Proj.No 14 

Tools and Equipment 

R 290 000.00 

R 0.00 

R 0.00 


TOTAL ASSET FINANCING FUND BUDGET 

R 1 600 000.00 

R 500 000.00 

R 0.00 


CRR ALLOCATION 

R 1 600 000.00 

R 500 000.00 

R 0.00 


DIFFERENCE 

R 0.00 

R 0.00 

R 0.00 


GRAND TOTAL 

R 23 464 000.00 

R 26 687 000.00 

R 24 301 000.00 
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PHOKWANE MUNICIPALITY 


SUPPORTING TABLE 13 


RATES AND TAXES 


PROPERTY RATES 

| 2009/2010 


cent per Rand 

Residential on Market Value 

0.00972 

General Domestic 

0.00972 

Commercial 

0.01620 

Industrial 

0.01620 

Agricultural 

0.000405 

Government 

0.00972 

Educational 

0.00972 

Transnet 

0.01340 

Residential - Pensioners 

0.000405 

All residential properties with a market value of less than the amount as 
municipality (R15,000) are exempted from paying rates. 

Property rates are payable before 30 September 2009. 

Interest will be levied at the effective bank rate on all outstanding accounts. 

annually determined by the 

All rates to levied on newly ratable property shall be phased is as per section 21 of the Municipal Property 

Rates Act, No 6 of 2004. The phasing in discount shall be as follows: 

♦ Year 1 - 75% discount 

♦ Year 2 - 50% discount 

♦ Year 3 - 25% discount 
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PHOKWANE MUNICIPALITY 
SUPPORTING TABLE 13(a) 
OTHER TARIFFS 


All municipal tariffs are reviewed on an annual basis and then ammended if required during the 
budget process. Inreases have been added to all tariffs an detail regarding new tariffs are included 
in the 2009/2010 Tariff Policy. This Policy was approved on 29 May 2009 and thereby Council 
approved all tariffs as included in Policy. See next page for policy and tariffs. 
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PHOKWANE MUNICIPALITY 


Preceding Year 

Current Year 

| Medium Term Revenue and Expenditure Framework | 

SUPPORTING TABLE 14 

BASIS OF 

CALCULATION 

2007/08 

2008/09 

Budget Year 
2009/10 

Budget Year +1 
2010/11 

Budget Year +2 
2011/12 

FINANCIAL INDICATORS 


Pre-Audited Actual 

A 

Approved Budget 
B 

Adjusted Budget 

C 

Budget 

D 

Budget 

E 

Budget 

F 

Borrowing Management 

1 1 

Borrowing to Asset Ratio 

Total Long Term 

Borrowing / Total Assets 

0.0410 

0.0192 

0.0192 

0.0053 

0.0000 

0.0000 

Capital Charges to Opex Expenditure 

Interest & Principal paid / 
Operating Expenditure 

3.280% 

0.440% 

0.440% 

0.220% 

0.080% 

0.000% 

Safety of Capital 


Debt to Equity 

Loans, Accounts Payable 
O/Draft & Tax Provision / 
Funds & Reserves 

0.87 

0.52 

0.52 

0.48 

0.44 

0.41 

Gearing 

Funds & Reserves / 

Long Term Borrowing 

739.42% 

2033.07% 

2033.07% 

6108.67% 

0.00% 

0.00% 

Liquidity 

Current Ratio 

Current Assets less 
Consumer Debtors >1 yr / 
Current Liabilities 

2.06 

2.19 

2.19 

2.34 

2.48 

2.70 

Liquidity Ratio 

Monetary Assets / 

Current Liabilities 

0.40 

0.41 

0.41 

0.54 

0.62 

0.72 

Revenue Management 


Annual Debtors Collect Rate 

(Payment Level %) - Including Indigent Suppor 

Last 12 mths Receipts / 

Last 12 mths Billing 

82.00% 

83.20% 

83.20% 

83.70% 

85.00% 

87.00% 

Arrear Debtors to 

Revenue 

Total Arrear Debtors / 

Annual Revenue 

0.53 

0.63 

0.63 

0.57 

0.60 

0.62 

Creditors Management 


Creditors System Effeciency 

% of creditors paid within 

30 days (sect. 65e of the 
MFMA) 

85.00% 

87.00% 

87.00% 

90.00% 

95.00% 

98.00% 

Funding of Provisions 


% of Provisions not Funded 

(e.g Provisions for Employee Benefits) 

Unfunded Provisions / 
Total Provisions as a % 

20.00% 

20.00% 

20.00% 

20.00% 

15.00% 

10.00% 

Other Indicators 


Electricity Distribution Losses Percentage 
Value 

(Total Units purchased 
less Total Units sold) / 
Total units purchased 

N/A 

N/A 

N/A 

15.00% 

14.00% 

13.00% 

Water Distribution Losses Percentage 

Value 

(Total Units purchased 
less Total Units sold) / 
Total units purchased 

N/A 

N/A 

N/A 

15.00% 

14.00% 

13.00% 


a - No Long-Term liabilities foreseen for 2010/2011 and 2011/2012 financial years, therefore no gearing calculated. 
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PHOKWANE MUNICIPALITY 


DISCLOSURE ON IMPLEMENTATION OF THE MUNICIPAL FINANCE MANAGEMENT ACT 


Phokwane Municipality is classified as a medium capacity municipality according to the Government Gazette No 26511 of 1 July 2004. With this classification it is required to 
comply with all of provisions of the ACT except Section 122(3) where exemption have been extended untill 30 June 2009. The following checklist is used to monitor progress made 
with regards to implementation of all required sections: 


J MFMA IMPLEMENTATION CHECKLIST | 

1 . 

Evaluation Items 

Yes 

No 

Remarks 

Capacity Building 

1.1 

Has a Municipal Manager been appointed who will be able to provide strategic direction 
and identify cost-effective means of rendering services? 

X 


MM APPOINTED 

1.2 

Has a Chief Financial Officer been appointed who will be able to manage the finances in 
an efficient and effective manner? (section 77, 80 and 81) 


X 

ALTHOUGH THE POST WAS ADVERTISED, THE POSITION IS 
CURRENTLY FILLED ON AN ACTING BASIS SINCE JULY 2008 

1.3 

Has Council appointed persons to assume the duties of other senior managers with 
appropriate responsibilities and delegations, (section 77 and 78) 

X 


POSITION OF HEAD COMMUNITY SERVICES IS STILL VACANT 

BUT THE OTHER POSITIONS ARE FILLED 

1.4 

Is the CFO able to effectively assist the Municipal Manager in carrying out his or her 
duties with respect to financial management generally, in providing financial advice to 
senior managers and undertaking specific financial management duties (Section 81) 

X 


ACTING CFO DID ASSIST THE MUNICIPAL MANGER 

1.5 

Are other senior managers able to exercise the appropriate financial management 
responsibilities as required by legislation? (Section 78) 

X 


TRAINING STILL NEEDED 

1.6 

Does an appropriate system of delegations exist, that maximizes administrative and 
operational efficiency and provides adequate checks and balances in financial 
administration within the municipality, within the confines of the MFMA in terms of limit; 
to delegations? (s 79) 

X 



1.7 

Has a report to the current council been tabled that creates an awareness of and endorses 
the roles and responsibilities of the top (or senior) management team within the 
municipality? (s 77) 

X 



1.8 

Does council comply with the provisions of the MFMA and the Municipal Systems Act 
(as amended) and its regulations in relation to the establishment and review of annual staff 
performance agreements? (MFMA s 53 and Municipal Systems Act s 57) 


X 

PERFORMANCE AGREEMENTS NOT SIGNED YET 

2. 

Internal processes, policies and procedures 




2.1 

Do existing financial processes, procedures, financial policies enhance financial 
management? 


X 

STILL NEED TO BE REINE 

2.2 

Are policies and procedures adequate to promote accountability and instill financial 
discipline? 

X 


IMPLEMENTATION NEED TO BE IN PLACE BY STAFF 

2.3 

Are accounting records updated on a monthly basis? What procedures must be put in 
place to produce all statements (i.e. all statements normally done at year-end) monthly? 


X 
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DISCLOSURE ON IMPLEMENTATION OF THE MUNICIPAL FINANCE MANAGEMENT ACT 


Phokwane Municipality is classified as a medium capacity municipality according to the Government Gazette No 26511 of 1 July 2004. With this classification it is required to 
comply with all of provisions of the ACT except Section 122(3) where exemption have been extended untill 30 June 2009. The following checklist is used to monitor progress made 
with regards to implementation of all required sections: 


| MFMA IMPLEMENTATION CHECKLIST | 

2.4 

Are all reconciliations (including bank reconciliations) performed daily? 


X 


2.5 

Are there appropriate investment management processes in place? 

X 


INVESTMENT REGISTER IN PLACE 

3. 

Information Technology/Systems 




3.1 

Do existing computer systems generate the information required to facilitate proper 
financial management? 

X 



4. 

Performance Management 




4.1 

Have organisational and functional performance targets been developed? 

X 


NOT ALL IS IN PLACE YET BUT A CONSULTANT IS BUSY WITH 

THE IMPLEMENTATION FOR EVERY STAFF MEMBER 

4.2 

Do budgets and financial systems support performance management? 

X 



4.3 

Is there an adequate internal reporting system that monitors organisational performance? 

X 


POINT 4.1 

5. 

Budgets 




5.1 

Are appropriate budget methodologies applied? (note what methodology used) 

X 



5.2 

Is the format of the budget appropriate to support financial management?; Does it have 
summary levels that are easy for non-financial managers to understand? 

X 



5.3 

Are there appropriate processes to undertake multi-year budgeting? 

X 




Do the Municipality have a budget modeling process that supports projections of income 
and expenditure over future years? 

X 

■ 


5.5 

Are tariff setting and rating policies appropriate and sufficient to recover costs? 

X 



5.6 

Is the Budget supported by an appropriate cash-flow management system? 

X 



6. 

Reporting Revenue and Expenditure 




■ 

Has the municipal manager submitted monthly budget statements to the mayor, National 
Treasury and the Provincial Treasury for each of the months of this financial year? (s 71) 

X 



6.2 

Has the municipal manager submitted a quarterly budget statement to council, reflecting 
expenditure incurred and income collected? (s 71) 

X 



7. 

In-year Monitoring 




7.1 

Can the Budget be monitored on a regular basis? 

X 



7.2 

Are accurate reports generated within 15 days of the reporting date? 

X 



7.3 

Is corrective action taken to address budget variances? 

X 
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DISCLOSURE ON IMPLEMENTATION OF THE MUNICIPAL FINANCE MANAGEMENT ACT 


Phokwane Municipality is classified as a medium capacity municipality according to the Government Gazette No 26511 of 1 July 2004. With this classification it is required to 
comply with all of provisions of the ACT except Section 122(3) where exemption have been extended untill 30 June 2009. The following checklist is used to monitor progress made 
with regards to implementation of all required sections: 


s MFMA IMPLEMENTATION CHECKLIST j 

7.4 

Where material changes to the budget or the financial position of the municipality occurs 
is appropriate corrective action taken to address these variations? 

X 


REPORT TO MUNICIPAL MANAGER 

7.5 

Is financial information prepared and presented in such a way that it is understandable by 
all stakeholders? 

X 



7.6 

Is there an effective internal audit function? 


X 

LATELY A SHARED FUNTION WITH FRANCES BAARD FOR THE 

LAST FEW MONTHS 

7.7 

Does the municipality have an audit committee (AC)? (s 166) 

> If Yes, indicate in the space provided for date whether the function is shared 

X 


SHARED SERVICE WITH FRANCES BAARD 

8. 

Generally Recognised Accounting Practices (GRAP) Implementation 




8.1 

Can GRAP be implemented? 

X 



8.2 

Are existing systems sufficient to prepare financial statements in terms of GRAP? 

X 



8.3 

Have the 2007/2008annual financial statements of the municipality been prepared and 
submitted to the Auditor-General for audit? 

>If Yes, provide actual date submitted in the space provided for date. 

X 


WAS SUBMITTED IN MARCH 2009 AFTER INFORMING 

AUDITOR GENERAL OF LATE SUBMISSION 

8.4 

Does the Municipality have an Audited financial report for the most recent completed 
financial year? 

X 


LAST REPORT 2006/2007 

9. 

Supply Chain Management: 




9.1 

Has council adopted a supply chain management policy that complies with the Supply 
Chain Management Regulations? (SCM Regulations 2 & 3, Circular No 22) ? 

X 



9.2 

Has council delegated SCM powers and duties to the municipal manager as required in 
SCM Regulation 4? 

X 



9.3 

Does the municipal manager report at least quarterly to the mayor and at least annually to 
council on implementation of the supply chain management policy? (SCM Regulation 6) 

X 



9.4 

Has the municipal manager submitted monthly reports on contracts awarded above R100 
000 to National Treasury for each of the months of this quarter? (Circular No 34) 

X 
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DISCLOSURE ON IMPLEMENTATION OF THE MUNICIPAL FINANCE MANAGEMENT ACT 


Phokwane Municipality is classified as a medium capacity municipality according to the Government Gazette No 26511 of 1 July 2004. With this classification it is required to 
comply with all of provisions of the ACT except Section 122(3) where exemption have been extended untill 30 June 2009. The following checklist is used to monitor progress made 
with regards to implementation of all required sections: 


1 MFMA IMPLEMENTATION CHECKLIST | 

9. 

Supply Chain Management: Continued 




9.5 

If a tender other than one recommended in the normal course of implementing the SCM 
policy was approved, has the municipal manager reported the approval of tenders not 
recommended and the reasons for deviating from such recommendation to the National 
Treasury, provincial treasury and Auditor-General? (s 114) 

X 


RECOMMENDED TENDERS WERE AWARDED 

9.6 

If there has been any deviation from or breach of the SCM policy, has the municipal 
manager reported the reasons for such deviation from or ratification of minor breaches of 
procurement processes to council? (SCM Regulations 36) 

X 



9.7 

Does council comply with s 117 which precludes councilors from serving on a bid or 
tender committee? (s 117) 

X 



9.8 

Does council comply with s 118 which precludes undue interference from any person in 
relation to the municipal tender process? (s 118) 

X 

■ 


10. 

Information to be placed on website of Municipality 




10.1 

Does the municipality have a website? 


X 

BUSY TO GET THE WEB SITE FUNCTIONAL. 

11. 

Completing and Tabling Annual Report 




11.1 

Are the appropriate management systems in place to ensure that the annual report of the 
municipality will be tabled in council by 31 January each year? (s 121 & 127) 


X 


11.2 

Have the 2007/2008 annual report of the municipality been tabled in council by 31 
January? 


X 



















PHOKWANE LOCAL MUNICIPALITY 

BUDGETED STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2010 


Revenue 

Property rates 

Property rates - penalties imposed and collection charges 
Service charges 

Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding debtors 
Fines 

Licences and permits 
Government grants and subsidies 
Other income 

Public contributions and donations 
Interdepartmental Charges 

Total Revenue 


EXPENDITURE 

Employee related costs 
Remuneration of Councillors 
Bad debts 
Collection costs 
Depreciation 
Repairs and maintenance 
Interest paid 
Bulk purchases 
Contracted services 
Grants and subsidies paid 
General expenses 

Loss on disposal of property, plant and equipment 

Total Expenditure 


SURPLUS / (DEFICIT) FOR THE YEAR 
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